In this paper we investigate Feldstein Horioka puzzle for 14 CEE countries (Albania, Bosnia and Herzegovina, Bulgaria, Croatia, Greece, Hungary, Kosovo, Latvia, Lithuania, Macedonia, Estonia,Poland,Romania,Serbia). In our paper when we investigate the whole sample fo 14 CEE countries we find less positive association between investment and savings meaning that capital is highly mobile. While when we regress the subsample of those countries from the sample which are EU members we find the lowest coeffcient of association between investment and saving therefore capital is highly mobile in those countries.While in the Non-EU members from this CEE countires the coeficient is highest 0.13 ,meaning there is lowest capital mobility. Unit root tests proved that in this sample of countries savings are I(1) or I(2) process, and investments are stationary.
Introduction
A well known stylized fact in international macroeconomics is the high correlation between domestic savings and investment in major industrial countries. 1 Feldstein and Horioka's (1980) seminal work, they interpret this high savings-investment correlation as an indicator of capital immobility. This interpretation, however, poses an uncomfortable puzzle 2 , the so-called FH argued that if there is perfect K mobility, we should observe low correlation between domestic I and S. Investors in one country do not need the funds from domestic savers and can borrow from international markets at world rates. By the same token, savers can lend to foreign investor the entirety of the domestic savings. This concept related to long-term real capital flows. Frankel (1995) came up with the distinction between this measure of capital mobility and the financial capital flows measured by real interest party, covered and uncovered interest parities. With perfect capital mobility, the null hypothesis is that the slope coefficient would be zero for small open economies. For large economies the slope coefficient would be larger than zero. For the small economy result to hold, we would also need Corr(r*,S)=0, interest parity must hold (r=r*) and corr(S,u)=0. In the next section will review empirical literature on this topic. 1 See, for example, Feldstein and Horioka (1980) , Feldstein (1983) , Penati and Dooley (1984) , Dooley et al (1987) , Obstfeld (1986) , Frankel et al (1986) , Tesar (1991), Feldstein and Bachetta (1991) . 2 Since the conventional wisdom in most exchange rate and open-economy macroeconomic models was that capital mobility was high. 3 Coakley,Farida Kulasi, and Ron Smith(1998), The Feldstein-Horioka Puzzle and Capital Mobility: A Review,
Empirical literature review
Existing empirical studies on the savings-investment relationship can be split into two broad groups according to their estimation methodologies. The first group takes a non-time-series approach. The second group uses time series techniques. In the next table we present some of the most important studies. Descriptive statistics is presented in Table 1 .From the six plots in Appendix 0 we can see that savings and investment are I (1) variables and heteroscedasticity and normality is not a problem. Here it should be noted that even though we expect F-H coefficient 8 to be between 0 and 1, there are some deviations from this range, which implies that this model describes very simplified behaviour of savings and investment. P-value is probability of significance of this coefficient. Real interest rate volatility is the standard deviation of the interest rate spread.
Study
Regression we use here or the second model is:
Result is represented in the following aaplot 7 Standard deviations of interest rate 8 Feldstein Horioka coefficient measures capital mobility.The higher this coefficient is means that capital is less mobile in that country or countries, the lower this coefficient is it is interpreted as capital mobility. 
Unit root tests for the domestic savings and investment in CEE countries
In the next table we summarize the results from the ADF test on the whole sample of countries for the domestic savings and investment variables. , a country borrower must take into account when it wants to borrow, interest rate and the price cuts it will have to make in order to generate revenues to repay the debt in the future. In the case of increased integration Blanchard argues borrower countries will borrow more, and lender countries will lend more. If
we define ca as current account balance to national income than ca is defined as:
So, from the equation above the determinants of the current account balance are: Income the higher is output in the nest period relative to this period the higher will be current account deficit. Second the larger the interest rate the lower will be current account deficit (it will be more costly to borrow). Third, The larger the fall in the price of the domestic good required next period to sell domestic goods and repay the debt, the more expensive it is to borrow, the lower the current account deficit. .The difference is not very significant because these countries have similar current account balances and income per capita when clustered together.
Conclusion (Resume)
In our paper when we investigate the whole sample fo 14 CEE countries we find less positive association between investment and savings meaning that capital is highly mobile. While when we regress the subsample of those countries from the sample which are EU members we find the lowest coeffcient of association between investment and saving therefore capital is highly mobile in those countries.While in the Non-EU members from this CEE countires the coeficient is highest 0.13 ,meaning there is lowest capital mobility. Unit root tests proved that in this sample of countries savings are I(1) or I (2) 
Appendix 1 Definitions of the variables
Interest rate spread is the interest rate charged by banks on loans to prime customers minus the interest rate paid by commercial or similar banks for demand, time, or savings deposits. Current account balance Current account balance is the sum of net exports of goods, services, net income, and net current transfers domestic savings Gross domestic savings are calculated as GDP less final consumption expenditure (total consumption).
domestic investment
Gross fixed capital formation (formerly gross domestic fixed investment) includes land improvements (fences, ditches, drains, and so on); plant, machinery, and equipment purchases; and the construction of roads, railways, and the like, including schools, offices, hospitals, private residential dwellings, and commercial and industrial buildings. According to the 1993 SNA, net acquisitions of valuables are also considered capital formation.
Appendix 2 Feldstein Horioka Panel regression
Random-effects GLS regression Number of obs = 283
Group 
sigma_e | 4.4017456 rho | .15272523 (fraction of variance due to u_i)
Feldstein-Horioka regression for CEE countries -
-----------------------------------------------------------------------------
Appendix 5 between effects panel estimation-EU members -
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